
 

237913 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

 
 
 

Order Instituting Rulemaking 
Regarding Policies, Procedures and 
Rules for the California Solar 
Initiative, the Self-Generation 
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THE DIVISION OF RATEPAYER ADVOCATES’ OPENING COMMENTS 

ON SAN DIEGO REGIONAL ENERGY OFFICE’S SOLAR WATER HEATING 
PILOT PROPOSAL 

 
I. INTRODUCTION  

The Division of Ratepayer Advocates (DRA) submits these comments on the 

Solar Water Heating (SWH) Pilot Proposal submitted by San Diego Regional Energy 

Office (SDREO) on May 26, 2006.1  Overall, DRA strongly supports the SWH pilot 

program proposal submitted by SDREO. DRA’s support for the pilot program design and 

recommendations are discussed as below. 

II. DISCUSSION 
A. DRA supports SDREO’s proposal to pay incentives to 

installers. 
SDREO proposes to disburse SWH incentives to installers/contractors, in contrast 

to the Energy Division staff proposal to pay solar photovoltaic installations to the system 

owner (i.e. the customer).  DRA supports payment of incentives to the installers, rather 

than customers, for two reasons.  First, payment of the incentive to the installer after 

verification that the system has been installed consistent with program standards shifts 

                                              
1 The June 8, 2006 Administrative Law Judge Ruling allowed parties to file comments on SDREO’s 
proposal on June 23, and to file reply comments on July 10. 
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the risk of poor installations or system performance to the installer.  This should motivate 

the installer to adhere to the quality standards established as part of the pilot program. 

Inspections of each and every installation to determine whether the installation meets 

program standards prior to the payment of any incentive should decrease the potential for 

problems such as those that existed the solar water heating industries in the 1980s.  

Second, because the incentives cannot be marketed as a customer rebate, DRA 

expects a drop in the marketed cost of solar water heating system installations to reflect 

some sharing of the incentive dollars between the installer and the customer.  It is 

unlikely that installers would be able to pocket the full incentive amount since customers 

can shop around and select an installer who offers the lowest price by passing more of the 

incentive dollars to the customer. On the flip side, if incentives are paid as a direct rebate 

to customers, the marketed cost of a system (before rebate) might actually go up2.    

B. DRA supports SDREO’s recommendation to expand the 
SWH Pilot Program statewide.  

SDREO recommends that the Commission consider a statewide SWH Pilot 

program, and that such “a statewide pilot could be administered by SDREO or similar to 

the current SGIP Program Administration method.”3  This is similar to DRA’s prior 

request that the Commission extend the regional SWH pilot to a statewide pilot.4  

It is unclear that SDREO can successfully manage a statewide pilot based on its 

current pilot program design, which heavily leverages on SDREO’s presence in the San 

Diego region and its relationship with SDG&E and local authorities.  DRA recommends 

that should the Commission authorize a statewide SWH pilot program, the administration 

of the program in regions other than San Diego regions be delegated to the current SGIP 

program administrators, and that the pilot program design in these other regions follow 

the SDREO’s proposal. 

                                              
2 See DRA Opening Comments on the Staff Proposal on Performance-Based Incentives submitted on 
May 16, 2006 p.9. 
3 SDREO SWH Pilot Program Proposal, p. 17. 
4 Id.  p.9 -10. 
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C. DRA recommends that SDREO require an affidavit 
signed by both a licensed contractor and customer for 
each installed system prior to the disbursement of any 
program incentives. 

SDREO proposes to begin evaluating the impacts of the SWH Pilot Program after 

the completion of the initial twelve months program period. The evaluation will cover the 

impacts of the SWH Pilot Program on equipment prices, demand and overall cost-

effectiveness. To facilitate the evaluation process, DRA recommends that SDREO 

require an affidavit signed by both a licensed contractor and customer for each installed 

system prior to the disbursement of any program incentives. The affidavit should state the 

contractor license number, installed system efficiency, system costs and the amount of 

incentive paid.  This will be similar to the customer affidavit used in the Standard 

Performance Contracting program administered by the IOUs that offers custom rebates 

for nonresidential retrofit of energy efficient equipment. Without such an affidavit, the 

process to verify system cost and incentives paid will be far more laborious.  The 

administrator should be required to maintain the affidavits and records for each payment 

administered through the program for a period of five years.  Record retention is critical 

for evaluation of program effectiveness and to assess potential fraud at the 

customer/installation level.  The requirement for a licensed contractor is necessary for 

determination of contractor party of record and any necessary recourse.  

D. DRA recommends a quarterly progress report, a Market 
Impacts Report that covers results from the first 12 
month program period, and an Impact Evaluation Report 
that reflects energy savings.   

SDREO states that it will “follow the reporting process set forth by the CPUC.”5  

It also proposes an evaluation of the impacts of the SWH Pilot Program on equipment 

prices, demand and overall cost-effectiveness based on data gathered at the end of the  

                                              
5 SDREO SWH Pilot Program Proposal, p. 9. 
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initial twelve-month program period. DRA supports such a “market impacts report” to be 

developed based on the first twelve months’ data, so that the report can be available prior 

to the end of the eighteen-month pilot period to help guide policy on whether to extend 

the pilot, or whether SWH could be subsumed into the IOUs’ energy efficiency portfolio. 

For cost-effectiveness calculations, DRA recommends that SDREO adhere to the 

definitions in the Standard Practice Manual and report on cost-effectiveness using both 

the Program Administrator Cost test and the Total Resource Cost test.  This would be 

consistent with the cost-effectiveness evaluations of energy efficiency programs. 

Additionally, DRA recommends that SDREO submit a quarterly report to the 

Commission as a periodic progress update on the pilot program. At a minimum, the 

progress report needs to track program expenditure against budget, system commitments 

and installations. The report should also include a compendium of contractor license 

numbers to which payments have been made during the period.  This will hold SDREO 

accountable to the program results.  

DRA also recommends the Commission condition its approval of the SWH pilot 

program on including a SWH Pilot Program Impact Evaluation Report as part of the 

program.   This report would measure the energy savings based on the metered data. 

SDREO proposes to meter all Area Method systems for up to one year and selected 

Prescriptive Method systems. The report needs to cover systems installed throughout the 

eighteen-month program period, so that the earliest the report can be available is around 

thirty-three months after the launch of the program, allowing a three period for the 

preparation of the final report based on all metered data.  It would  be unpractical to wait 

for the load impact evaluation results to develop the market impacts report discussed 

above since the pilot program will be completed at the end of the eighteen-month period. 

The load impact evaluation results should be used to update the cost effectiveness of solar 

water heating systems. 
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III. CONCLUSION 
For all the foregoing reasons, DRA respectfully recommends that the Commission 

adopt the SWH Pilot Proposal with the modifications discussed in its Opening 

Comments. 
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